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HIGHLIGHTS OF BUSINESS IN JUNE 


Business conditions continued to improve in June, al- 
though the gains came more slowly. Steel output fell week 
by week as the summer slack period was approached, 
and automobile production advanced only slightly over 
May. Electric power production was about the same 
as in May, as were lumber and petroleum outputs. The 
seasonally adjusted index of industrial production added 
2 points, bringing it to 110 percent of the 1957 average. 

Retail sales advanced another 1 percent to an adjusted 
rate of $18.3 billion. Deliveries by dealers of new auto- 
mobiles averaged about the same as May and department 
store sales moved up 5 points to 149 percent of the 
1947-49 average. Prices were generally stable to declin- 
ing. Employment and unemployment both rose about in 
line with their seasonal patterns. 


Construction Advances 


The value of new construction put in place rose more 
than seasonally in June, the fourth consecutive month 
for which such a gain has been reported. The preliminary 
estimate places total expenditures at $5.1 billion, up 9 
percent from May compared with a normal seasonal in- 
crease of 7 percent. June spending for new construction 
was 2 percent above the year-earlier month. 

New private construction accounted for $3.5 billion of 
the total, a 7 percent rise over May and a gain of 1 per- 
cent in the seasonally adjusted annual rate. The increase 
in the latter was almost entirely due to gains in nonfarm 
residential construction, as it was in the three preceding 
months, but this category was still 3 percent below last 
year, 

Public spending on new construction rose 12 percent 
over May to $1.7 billion. The normal seasonal increase 
between May and June is about 10 percent. An unad- 
justed 28 percent advance in highway expenditures ac- 
counted for most of the increase in the public sector. 

In the first six months of 1961 total new construction 
amounted to $25.4 billion, compared with $25.1 billion in 
the same period of 1960. Private construction declined 
3 percent, and public construction rose 11 percent. 


Sales, Inventories Rise 


Sales of manufacturing and trade firms advanced 
about 2 percent in May to $61.7 billion after allowance 
for seasonal influences. Half of the increase accrued to 
manufacturers, largely those producing durable goods as 
shipments of steel and motor vehicles each increased 


about 10 percent. New orders received by manufacturers 
were also up 2 percent, but unfilled orders were practi- 
cally unchanged at $45.9 billion and have risen less than 
$1 billion from the January low. 

Increased sales by automobile dealers largely ac- 
counted for a 1 percent gain in total retail sales, and a 
seasonally adjusted rise of about $100 million in retail 
automotive dealers’ inventories was the source of a cor- 
responding increase in the book value of total manufac- 
turing and trade inventories. The stock-sales ratio for 
manufacturing and trade firms dropped slightly. At 1.5, 
it was about the same as a year ago, compared with 1.6 
at the beginning of 1961. 


Rise in Consumer Debt 


Consumers were still reluctant in May to add greatly 
to their short- and intermediate-term debt. After allow- 
ance for seasonal factors, instalment obligations were in- 
creased $27 million, a decline of $50 million in outstand- 
ing automobile paper being offset by the addition of $59 
million to the total of personal loans and smaller amounts 
to other consumer goods paper and to repaj 
ernization loans. 

Noninstalment consumer debt rose an (Busted $ 
million, mainly as the result of a $43 millioa exfgnsion 
in charge accounts. Total consumer debt thereased ~ 
million to $54.4 billion at the end of May, o \which 
billion was instalment debt and $12.3 —_— on & 
noninstalment basis. 
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New Housing Legislation \ 


Lower minimum down payments on mortgages in’ Red y 


under the Federal Housing Administration’s regular p 
gram and extension of the maximum maturity of these 
mortgages to 35 years from 30 years were two of the 
principal provisions of a new housing bill adopted at the 
end of June. The law also provides special FHA insur- 
ance for mortgages maturing in 40 years on low-cost 
homes, assistance to construction of low-rent apartments 
and home modernization, grants for slum clearance, loans 
for public housing, and token federal help for urban 
mass-transit systems. 

However, the legislation is not expected to provide 
an immediate stimulus to home-building. It concentrates 
heavily on aid to low-income housing in cities, which re- 
quires more preparation than aid for single-family sub- 
urban homes. 
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Too Much Optimism 


This forecast article is a kind of parting shot — first, 
because the author will be away on leave for the next 
year and, second, because it is written as a challenge to 
overly optimistic views of the outlook. 

Almost everybody is talking hopefully about 1962. 
Hardly ever has there been a more complete consensus. 
Hardly ever has it presented a weaker position analyti- 
cally. For example, the two long articles published by one 
popular business magazine contain numerous assumptions, 
analogies, and assertions, but hardly a dozen sentences 
with any analytical significance for the future. 


Reviewing the Recent Past 


Much effort is being spent in explaining away the 
weakness of the 1960 recovery. The rationale of this is 
that the absence of the obstacles which held back business 
in 1960 will mean progress in 1962. Actually, this nega- 
tive reasoning can establish nothing about the future; it 
is merely a way of avoiding the more obvious conclusion 
that the postwar boom has been running out of steam. 

Three obstacles to progress in 1960 are cited: tight 
money, the reversal in the federal budget from deficit to 
surplus, and the steel strike. It is true that monetary 
tightness was carried to an extreme in late 1959. Al- 
though we may wish others had joined us in complaining 
about this policy at the time (‘“Figments of Inflation,” 
October, 1959), it is at best an exaggeration to say that 
high interest rates were a major factor in the downturn. 
They affected the public purse more than any other seg- 
ment of the economy. 

It is also true that the advance was restrained by an 
extreme reversal in federal finances from deficit in early 
1959 to surplus in mid-1960. This shows that the built-in, 
automatic stabilizers, including our progresssive tax sys- 
tem, work against recovery as well as against recession. 
Some who rejoiced in 1959 because these stabilizers had 
pulled us out of recession now complain because they 
did not carry to full employment. What should be under- 
stood is that these stabilizers do not initiate movements, 
they merely limit them. 

Thirdly, the argument that the steel strike has inhib- 
ited growth is rather far-fetched. Its main effect was to 
push the economy up further than it could otherwise 
have gone —to two sharp, temporary peaks that could 
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not be sustained. In doing so, it aroused unrealistic 
hope of progress beyond that justified by the underlying 
situation. Irregularity of this kind cannot be projected. 

It is an ironic twist that those who do not view recent 
developments with full enthusiasm are being called “stag- 
nationists.” This diverts attention from the immediate 
issue; for the term stagnation has only long-term impli- 
cations, and nobody questions progress over the longer 
term. The so-called “stagnationists” are moved to assert 
their confidence in growth. Both sides thus ignore the real 
danger, which is entirely consistent with longer-term 
growth, namely, a major cyclical contraction. Both accept 
the thesis that our government cannot afford and will 
never again permit a serious depression to occur. Accord- 
ing to this dogma, the economy can only proceed to new 
highs or remain near those already established. The 
“optimists” generally accept this as incontrovertible, and 
the “stagnationists” are not in a position to deny it. 
Nevertheless, the fact is that the potency of government 
action for achieving this goal still remains to be tested. 


Extent of the Current Recovery 


Hope for achieving full prosperity rests primarily on 
private investment. The rebound from last winter’s lows 
has been made rapid by temporary surges in government 
expenditures and business inventories. Housing has only 
partially recovered and business capital outlays have 
lagged. Recovery will not be complete unless these seg- 
ments of private investment forge ahead to new highs. 

The importance of temporary components in the cur- 
rent recovery is not generally understood. The following 
brief review attempts both to make this clear and also to 
appraise prospects for other important factors. 

Government. The prime mover in the recovery has 
been the sharp upturn in federal spending. The new 
Administration began a campaign to accelerate expendi- 
tures immediately on taking office. The bulk of the $7 
billion increase for fiscal 1962 is therefore being realized 
very quickly. Some two-thirds in terms of seasonally ad- 
justed annual rates will be realized this summer. There- 
after, only moderate increases will occur under present 
programs. In other words, we are completing the third in 
a series of step-ups in government spending since 1954. 
Each time the advance has tended to flatten out after sev- 
eral quarters, and since new programs are not readily 
predictable, there is no reason for projecting indefinite 
increases at the recent rate. 

State and local programs have also been subjected to 
an unusual acceleration and should tend to slow for that 
reason alone. Moreover, these government units have 
been incurring unprecedented deficits and are now plan- 
ning either tax increases or restrictions on expenditures 
to bring their finances more nearly into balance. The tax 
increases will offset further expenditure increases, so that 
the combined economic effects for the next year or so are 
likely to be neutral at best. 

Inventories. Business inventory policy reversed with 
the general improvement of sentiment accompanying the 
new government policies. The resulting $6 billion swing 
from liquidation to accumulation in one quarter is the 
biggest single factor in the current recovery. It is, how- 
ever, strictly a very-short-term stimulus. 

Those who are projecting the movement beyond the 
next few months are simply repeating the mistakes of 
1959 and early 1960. Inventory movements are too er- 
ratic for such treatment, and there are no current de- 
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ILLINOIS INDUSTRIES AND RESOURCES 





WATER—AN ESSENTIAL RESOURCE 


Water is so common in everyday living that the aver- 
age Illinoisan forgets that it is one of his most essential 
and abundant resources. Besides being a primary requi- 
site for survival, water plays an influential role in many 
social and economic activities, ranging from recreational 
use to the generation of electric power for large areas 
of the State. 


Illinois Water Resources 


Illinois abounds in fresh water resources. With nearly 
75 percent of its 1,240 miles of border on rivers and 
lakes, the State is nearly an island surrounded by fresh 
water. In addition, the interior of the State is webbed 
with a network of some 570 rivers and streams which 
provide necessary drainage and fresh water supplies to 
farms, cities, and industries. 

Illinois water resources are fed each year by about 
36,000 billion gallons of water falling on its surface in 
the forms of rain and snow. Of this enormous amount 
of water, which is equivalent to about two-fifths of the 
annual usage for all purposes in the entire nation, only 
about one-tenth is taken for municipal and industrial use, 
or about 13 billion gallons daily. About 9 billion gallons, 
or about 70 percent of the total amount of water used 
daily in the State, is utilized by electric generating plants. 
All other Illinois industries together pump a total of 
nearly 1.7 billion gallons daily and purchase about one- 
fourth of the 1.4 billion gallons supplied each day by the 
state’s 1,370 public water systems. Most of the remainder 
is utilized by agriculture, principally for rapidly develop- 
ing supplemental irrigation systems. Today, more than 
16,500 acres of croplands are being irrigated by 340 water 
systems in 76 Illinois counties. 


Sources of Water 


Water is obtained in Illinois either from surface 
waters, such as lakes or rivers, or from the extensive but 
scattered groundwater formations (aquifers). Surface 
waters, including the approximately 900 lakes and reser- 
voirs in the State, provide the major volume of fresh 
water. In terms of the number of public water systems, 
however, more than &0 percent of these systems obtain 
water from underground rather than surface sources. 
The same is true of industrial pumpage; 82 percent of 
the nearly 500 industrial establishments pumping water 
obtain about 15 percent of the daily volume of 1.7 billion 
gallons from groundwater sources. 

The northern part of the State, excluding the Chicago 
area which receives large amounts of water from Lake 
Michigan, relies primarily on groundwater from deep 
rock wells for its needs. Southern Illinois, on the other 
hand, is served by numerous natural and artificial lakes 
because of the inaccessibility of water-bearing aquifers 
that are present but are too deep and too highly mineral- 
ized for utility. Finally, the central section of the State, 
especially in areas along major river beds, draws water 
chiefly from wells bored into water-bearing glacial strata, 
called drift wells, as well as from shallow rock wells. 


KNOW YOUR STATE 
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Illinois Water Problems 


Although its water supply is sufficient to support five 
to ten times the present industry, Illinois is faced with 
many problems concerning the conservation of both 
quantity and quality of this vital resource. Actually, 
there is no single state-wide water problem, but a variety 
of problems, such as soil erosion, overworked ground- 
waters, floods, and pollution, affecting various areas and 
users within the State. 

Probably the most serious is soil erosion, particularly 
“sheet” erosion—the wearing away of thin layers of 
rich topsoil — which, contrary to popular belief, causes 
more damage than gully-type erosion. Not only is erosion 
harmful to the state’s rich croplands, but the deposition 
of eroded sediment is annually reducing the holding 
capacities of lakes and reservoirs and the carrying ca- 
pacities of rivers. As a consequence, these are becoming 
less navigable and are more likely to overflow during 
rainy seasons. Also, the increased sediment content can 
make fresh water undesirable for both industrial and 
municipal purposes and can destroy the propagation of 
aquatic animals as well. In all, the annual erosion dam- 
age from poor soil conservation practices in the State is 
estimated conservatively at $70 million. 

The heavy postwar population and industrial growth 
in Illinois has aggravated supply problems, especially in 
a number of larger Illinois cities that draw heavily from 
underground wells. Although adequate underground 
aquifers are generally available in the northern two- 
thirds of the State, their water levels have been seriously 
lowered by the increased utilization of water in homes 
and industries in small but heavily populated areas. The 
development of additional surface reservoirs and the 
pumping of groundwater over a larger area have relieved 
the situation to some extent. However, the problem of 
receding water tables continues to exist and could criti- 
cally impede future industrial development within the 
State. 

Pollution of surface and groundwater, a serious prob- 
lem before World War II, has largely abated in recent 
years. Although the amount of wastes being handled by 
Illinois sewage systems has risen sharply, greater atten- 
tion to the problem by local and state governments and 
the expansion of facilities for treatment of sewage and 
wastes have diminished pollution as a primary health 
problem and have increased the re-use potential of water 
resources throughout the State. An estimated 80 percent 
of the state’s population now is served by sewage sys- 
tems, and about 95 percent of municipal sewage is treated 
prior to discharge. 

Fortunately, none of the water problems facing IIli- 
nois communities is without solution. The increasing 
accumulation of scientific data, improved techniques, and 
the ready availability of qualified state and federal spe- 
cialists offer the possibility of supplying all future de- 
mands for water if adequate planning is undertaken and 
proper conservation practices are adopted. 























STATISTICAL SUMMARY OF BUSINESS ACTIVITY 


SELECTED INDICATORS‘ 
Percentage changes April, 1961, to May, 1961 



































UNITED STATES MONTHLY INDEXES 















































-30 -20 -10 ° +10 +20 +30 +40 Percentage 
COAL PRODUCTION Item May change Gam 
1961 Apr. May 
ee 1961 1960 
ELECTRIC POWER PRODUCTION 
Annual rate 
NA in billion $ 
ane Personal income!............. 413.7 + 0.6] + 2.2 
EMPLOYMENT - MANUFACTURING Manufacturing! 
ee crice vneidn sew eeu 368.48 + 2.0] + 2.0 
IIIS oo crs cicnscieeme 53.4%» 0.0} — 2.9 
New construction activity! 
CONSTRUCTION CONTRACTS Private residential.......... 22.2¢ +10.3 | — 2.0 
Private nonresidential....... 17 .3¢ + 6.6| + 4.6 
Total — Die Wea uta gig wad 17 .8° +17.6 | + 7.1 
Foreign trade! 
ne eee ee Merchandise exports........ 20.54 —11.8 | — 6.2 
Merchandise imports........ 12.54 —15.3 | —17.4 
se Pre senctngitas year Oe 8.04 — 5.7} +19.2 
onsumer credit outstanding 
a Ne 2 is ss 54.46 | + 0.8] + 3.0 
Instalment credit........... 42.1» + 0.3 | + 3.4 
@ ie. Business loans?................ 36.0% + 0.3} — 0.6 
FARM PRICES Aus Cash farm income’............ 25.64 — 6.0] — 2.9 
Indexes 
(1947-49 
. . 2 = 100 
* Not seasonally adjusted. N.A. Not available. ni eee Cc —. 4+ 2.9 “<a 
Durable manufactures... ... 103*-¢ + 4.0] — 3.7 
ILLINOIS BUSINESS INDEXES Nondurable manufactures. . . 115% 1.8 0.0 
CN Pe err err 97+ 0.0 9.0 
7 Manufacturing employment‘ 
May Percentage Production workers......... 95 +1.7] — 5.5 
Item 1961 change from Factory worker earnings‘ 
(1947-49 Apr. May Average hours worked...... 99 +0.8| — 0.8 
= 100) 1961 1960 Average hourly earnings..... 176 + 0.4] + 2.2 
Average weekly earnings... . 175 + 1.2} + 1.4 
Electric powert................ n.a. Construction contracts®....... 307 + 6.2] + 4.9 
Coal production?.............. 77.0 | + 4.2] + 7.8 Department store sales?....... 144* - 2.01 7 54 
Employment — manufacturing’. . 95.1 + 1.2] — 5.0 Consumer price index*........ 127 —- 0.1) + 0.9 
Weekly earnings—manufacturing) 174.4" | + 1.5 | + 3.3 Wholesale prices‘ 
Dept. store sales in Chicago*....} 121.0 | — 6.2 | + 2.5 All commodities. ........... 119 — 0.3 0.6 
Consumer prices in Chicago'. .. . 129.9 — 0.2}; + 0.2 Farm products............. 87 - 5.2) ~ 32 
Construction contracts®........ 366.5 — 3.4} +19.8 Foods.............++++0+- 108 — 1.0] + 0.6 
22ers 243.6 | +10.4 | +13.9 Other. ..........-.-0-0005- 128 —- 0.1) — 0.3 
NI eh a wane 80.0 | — 1.2] — 2.4 Farm prices* ‘ 
Life insurance sales (ordinary)*®..| 333.9 + 7.6} + 4.0 Received by farmers........ 87 ~ 3.31 —~ 224 
Petroleum production™......... 120.2 +2.2| + 0.6 Paid by farmers Peete eee eee 121 0.0; + 0.8 
PA NIRS sere vs kelsivee bs 78! — 1.3} — 2.5 
1 Fed. Power Comm.; 7 Ill. Dept. of Mines; # Ill. Dept. of Labor; 
‘Fed. Res. Bank, 7th Dist.; 5U.S. Bur. of Labor Statistics; *F. W. 1U.S. Dept. of Commerce; ? Federal Reserve Board; * U.S. Dept. 
Dodge Corp.; ' Fed. Res. Bd.; * Ill. Crop Rpts.; * Life Ins. Agcy. Manag. of Agriculture; ‘U.S. Bureau of Labor Statistics; 5 F. W. Dodge Corp. 


Assn.; * Ill, Geol. Survey. 


* Data for April, 1961, compared with March, 1961, and April, 1960. 


> Seasonally adjusted. N.A. Not available. 


UNITED STATES WEEKLY BUSINESS STATISTICS 


* Seasonally adjusted. 
Alaska. 


1960. ©1957 = 100. 


>End of month. 
4 Data for April, 1961, compared with March, 1961, and April, 
Based on official indexes, 1910-14 = 100. 


¢ Includes Hawaii and 














1961 1960 
Item 
June 24 June 17 June 10 June 3 May 27 June 25 

Production: 

Bituminous coal (daily avg.)......... thous. of short tons..| 1,520 1,511 1,412 1,338 1,355 1,556 

Electric power by utilities........... mil. of kw-hr........ 14,870 15,345 15 ,004 13,887 14,390 14,604 

Motor vehicles (Wards)............. number in thous... . . 151 156 153 103 154 167 

Petroleum (daily avg.).............. CHOU Wiis cass acs 7,097 7,105 7,054 7,061 7,054 6,820 

ERI tea 1947-49=100....... 115 115 119 119 121 101 
PPUGHEME CRSUOIIIIGB 5 occ cic ce cctias thous. of cars....... 600 602 593 531 579 642 
Department store sales............... 1947-49=100....... 127 159 151 132 137 124 
Commodity prices, wholesale: 

ere 1947-49=100....... 118.7 118.7 118.9 118.8 118.9 119.5* 

Other than farm products and foods. .1947-49=100....... 127.7 127.7 127.8 127.7 127.8 128.2* 

pO ane 1947-49=100....... 83.1 83.8 84.8 85.5 85.8 85.4 
Finance: 

ER ee eer 31,705 31,519 31,161 31,460 31,586 31,814 

Failures, industrial and commercial...number............ 307 351 349 254 368 296 























Source: Survey of Current Business, Weekly Supplements. 


* Monthly index for June, 1960. 
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Industrial Production 


The Federal Reserve Board reported the nation’s in- 
dustrial output rose in May to the highest level in nine 
months. The seasonally adjusted index of factory, mine, 
and utility production in May reached 108 percent of the 
1957 average, a sharp gain from the April index of 105 
percent. 

The production advance in May was spread through 
almost all industrial groups. The index for iron and 
steel output reached 89 percent, the highest in a year, 
while production of machinery and other types of equip- 
ment used by business rose for the second month. Output 
of consumer goods also increased in May, with autos, 
television and radio sets, and furniture leading the 
advance. 

As a result of the May increase the FRB’s production 
index had recovered two-thirds of its 8.2 percent decline 
in the 1960-61 recession and stood only 3 percentage 
points below the record high of January, 1960. This rate 
of recovery in industrial production is comparable with 
that of the deeper recession of 1957-58 (see chart) and 
much swifter than the upswing from the trough of the 
1953-54 slump. 


Auto Production 

United States auto production in the first half of 
1961 fell about 1.1 million cars, or 28.2 percent, short of 
last year’s total of 3.8 million cars for the same period. 
With 2.7 million cars produced through the first six 
months, the auto industry moved into its annual model- 
changeover period in July. As plants close down for 
the changeover, production is expected to tail off in the 
third quarter until September, when production of the 
1962 models swings into high gear. 

All five major producers shared in the first-half de- 
cline in assemblies. The biggest relative reductions in 
output were experienced by Studebaker-Packard and 
Chrysler Corporation, each of which showed declines of 


INDUSTRIAL PRODUCTION 
IN THREE RECESSIONS 
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more than 50 percent in car assemblies from a year ago. 
American Motors output was down 35 percent. The 
largest producer, General Motors, dropped from 2.1 mil- 
lion cars in the first six months of 1960 to 1.6 million in 
the same period this year, a decline of 24 percent. Ford 
was off about 200,000 units, or 20 percent, from the one 
million cars turned out a year ago. 


Housing Starts 


The pace of private home construction quickened in 
May, but still fell short of a year ago, according to the 
latest Census Bureau report. Construction starts on new 
private homes was at a seasonally adjusted annual rate 
of 1.3 million units in May. This was 8 percent above 
the April rate of 1.2 million units, but 3 percent below the 
rate in May last year. Part of the increase in the rate 
of starts was attributed to the greater number of working 
days in May than in April. The actual number of houses 
started in May totaled 124,000 units, up 11 percent from 
April. 

For the first five months of 1961, housing starts ran 
at an average annual rate of slightly more than 1.2 
million units. This was about 6 percent behind the aver- 
age rate for the corresponding period last year. 


Railroad Earnings 


Earnings of the nation’s Class I railroads were down 
sharply in May to $26 million, compared with $47 million 
in May, 1960, and $72 million two years ago. The latest 
report by the Association of American Railroads attrib- 
utes most of the decline to a continuing low level of ore 
shipments. Although loadings of ore have shown scme 
recent improvement, they were still running almost 30 
percent below year-earlier levels in recent weeks. 

Because of deficits in the early part of the year, the 
net income of Class I railroads for the first five months 
was estimated at only $17 million, down from $195 mil- 
lion in the same period last year, and $234 million in 1959. 


Employment 


Employment and unemployment both rose in June as 
the usual summer influx of students into the labor force 
made itself felt. The number of jobholders rose more 
than 1.9 million during the month to 68.7 million. Un- 
usually large gains were reported in both nonfarm jobs 
and agricultural employment. 

Unemployment increased by 812,000 in June to a total 
of 5.6 million as the increase in jobs was not enough to 
offset the impact of a 2.7 million increase in the civilian 
labor force. The seasonally adjusted rate of unemploy- 
ment remained near the 7 percent mark in June. 

Compared with a year ago, the gains in the labor 
force have amounted to 1.3 million persons. Almost all 
of this advance has been reflected in higher unemploy- 
ment totals. 

Labor Department data, in thousands of workers, are 
as follows: 


June May June 

1961 1961 1960 
Civilian labor force.............- 74,286 71,546 73,002 
I ak vncce re sccanxena 68,706 66,778 68,579 
PIE 5s 55 ones eee cnees 6,671 5,544 6,856 
Nomaericuttural, .........6<0s00% 62,035 61,234 61,722 
Unemployment. ........0s0eesee 5,580 4,768 4,423 
Seasonally adjusted rate....... 6.8 6.9 5.4 





THE SIGNIFICANCE OF SOVIET TRADE POLICIES 


LYNN TURGEON, Assistant Professor of Economics 
Hofstra College 


In 1957 Premier Khrushchev declared war on us in 
the peaceful field of trade. The reaction of most Amer- 
icans at the time was probably a sigh of relief. At least 
the Russians were not attacking us with intercontinental 
missiles. Nor were they retreating into some murky neo- 
Stalinism following their debacle in Hungary. 

Spokesmen for our international banking and business 
community, however, took a somewhat less sanguine 
view of the Soviet leader’s declaration. Since the Soviet 
foreign trade monopoly could disregard profit consider- 
ations in international transactions, it seemed to many 
that we were facing a prolonged period of cutthroat 
competition. The entry of the Russian troublemakers 
into world markets seemed designed to upset both the 
postwar stability and expansion of the free world’s trade. 

Roughly four years have passed since Khrushchev’s 
momentous declaration. During this period, Soviet trade 
with the outside world has continued to expand at a 
much faster rate than trade among the Western coun- 
tries. Although it is now common knowledge that the 
Soviet national product is expanding at a faster rate than 
is the case with Western economies, it is less commonly 
realized that Soviet foreign trade in the fifties was ex- 
panding at about twice the rate of her national product. 
On the other hand, foreign trade in the West seems to 
be growing at a slower rate than our total products. 

Most of us remember clearly the most dramatic incur- 
sions of Soviet bloc exports into Western markets — the 
sales of aluminum, tin, and petroleum at prices which 
were 10 to 15 percent below prevailing levels. Soviet 
offers to supply inexpensive, serviceable capital equip- 
ment for the development of the economies of the United 
Arab Republic, Iraq, Cuba, Ghana, India, Indonesia, and 
so on, have also been well publicized. We have recently 
become concerned about the “soundness” of the dollar as 
the Russians placed a new value on their “heavy” gold- 
based ruble, in possible preparation for some sort of 
convertibility. And now we hear that Chester Bowles, 
our Under Secretary of State, fears and expects the 
Soviet Union to increase its economic warfare against 
the West by underselling us for political reasons. 

Is it not only too obvious that the initial prognosis of 
the international banking and business community was 
correct? Must we also come to the same conclusion as 
Bowles, namely, that the Western nations will be forced 
to combine to counter such moves, even if this means 
national or even allied export controls? In my opinion, 
both questions should be answered in the negative. 


Soviet Trade Policy with the West 


First, let us consider Soviet exports of aluminum, tin, 
and petroleum to Western Europe. It is true that initial 
Soviet exports of aluminum and tin were priced at levels 
below those prevailing for these commodities in Western 
countries. The quantities involved were large enough to 
force Western aluminum producers to shade their prices 
slightly for a brief period and to break the price stabili- 
zation scheme of the International Tin Council. But the 
Russians have since given every indication that they will 
be only too happy to cooperate with any international 
marketing agreement designed to restrict exports in order 
to maintain aluminum and tin prices. As recently as last 


September, Premier Khrushchev indicated an eagerness 
to extend agreements of this type to other commodities, 
The international oil cartel, which in view of recent 
Soviet successes in extracting petroleum has perhaps the 
most to fear from Russian exports, still seems reluctant 
to accept the Russians as a member of the club. So 
Soviet exports of oil are continuing at prices which are 
below Western levels by varying amounts. In contrast 
to the myopia of the oil cartel, the De Beers diamond 
monopoly has obtained a mutually beneficial agreement 
for the marketing of newly discovered Russian diamonds 
exclusively through the cartel at premium prices. 

It seems that the Russians, like any competitor, are 
forced to shade prices in order to enter new markets, 
since no Western purchaser would be interested in Soviet 
products of uncertain quality and delivery at prevailing 
prices. But once Soviet products and deliveries have 
proven themselves, the Russians seem only too happy to 
behave like typical profit-seeking enterprises with monop- 
oly power; that is, to restrict exports and maintain prices. 
In this way they earn as much foreign exchange as pos- 
sible with a minimum of drain on their scarce resources. 

By the same token, when the Russians go shopping in 
Western markets, they must be prepared initially to pay 
premium prices during periods of prosperity, since no 
producer is very anxious to sell to them if he can obtain 
similar prices for all of his output from Western buyers. 
As the abnormal postwar seller’s market has been grad- 
ually replaced by a buyer’s market in the West, the 
incentive to sell to the Russians, even at prevailing prices, 
has increased and will no doubt continue to do so. 

On balance, since the Russians generally run an over- 
all deficit in their trade with Western economies, a net 
increase in our total sales should result from increased 
trade with the Soviet Union. This net increase in our 
sales is reflected by an offsetting outflow of Russian 
gold. In the past few years this deficit has been averag- 
ing about $200 million yearly. Although Western credits 
to the U.S.S.R. reduced this amount by about one-half in 
1960, in the first quarter of 1961 about $250 million of 
Soviet gold has been sold to West European central banks. 

Some industries, such as the petroleum producers, are 
probably hurt by increased Soviet trade, but other indus- 
tries stand to gain from additional sales by a still greater 
amount. Likewise, some countries such as Canada, which 
tends to be an exporter of a range of products similar 
to the Russians, may also feel to a greater extent the 
impact of the Soviet trade offensive, in comparison with 
countries producing noncompeting goods. 


Soviet Assistance to Developing Areas 


Next, let us examine Soviet offers to assist under- 
developed countries in satisfying their capital require- 
ments. No doubt these exports are more politically than 
economically inspired. Soviet internal capital require- 
ments are still virtually limitless so that any capital goods 
exported on credit—other than those temporarily in 
excess of current requirements due to imbalances — must 
be at the expense of domestic needs, including defense. 
This may explain why Soviet assistance has thus far 
been of rather limited magnitude. A few key countries 
— frequently located near the periphery of the Soviet 
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bloc — seem to have been the principal beneficiaries of 
this Soviet largess. Extensive credits have been estab- 
lished with much fanfare but only drawn upon slowly 
over a long period of time. As a result, the burden of 
foreign aid on the Soviet economy seems fairly minimal. 

This is not meant to underestimate the fact that So- 
vict Capital assistance to date seems on balance to have 
obtained considerable goodwill with a minimum cost. 
Since the Russians have not as yet demanded anything 
more than neutralism from the recipients—in contrast 
to our own insistent demands for allegiance — small 
wonder that nationalist-oriented countries are placing 
ever greater demands for capital on the Soviet bloc. 
Perhaps this greater reliance on Soviet capital assistance 
reduces somewhat the areas into which our capital can 
flow. But in view of the virtually unlimited capital re- 
quirements of the vast underdeveloped areas, there would 
still seem to be a healthy demand for as much capital as 
our economy can reasonably be expected to supply for 
many years to come. Furthermore, the greater the 
capital assistance provided by the Soviet economy, the 
longer time it will take the Russians to overtake us, 
either in over-all production per capita or, perhaps ulti- 
mately, in levels of living. 

The most likely alternative to Soviet foreign aid out- 
side their bloc might give greater reason for concern. 
If the Russians had continued their isolationist economic 
policy of the Stalinist era, they would no doubt be allo- 
cating more of their resources to their own internal 
development, possibly including defense. Apparently So- 
viet policy-makers have been willing to slow down their 
internal rate of growth— for both producers’ and con- 
sumers’ goods —in order to engage in a more interna- 
tionalist economic policy. It is easy to see why Russian 
consumers, top military brass, or the Chinese Communists 
might object to this internationalist policy. But rationally, 
in view of the alternative, why should we? 

It is also true that in their dealings with the under- 
developed areas, the Russians are frequently forced to 
pay higher prices for raw materials than those prevailing 
in Western markets. This probably means that we shall 
also have to pay somewhat more for our raw materials 
from these areas in the future. But Soviet purchases also 
help to keep the terms of trade from moving too radically 
against the developing areas. For some time, we have 
professed an interest in this worrisome problem that 
plagues producers of raw materials. In sincere concern 
for these countries, we can only welcome the price- 
stabilizing effects of the Russian buying. 


The Prospect of Ruble Convertibility 


Finally, we might consider the recent Russian devalu- 
ation of the ruble which some experts feel may be a 
step in the direction of convertibility. This “devaluation” 
was Clearly different from the.ordinary run of devalua- 
tions. We are used to devaluations resulting from the 
fact that a country has experienced a_ greater-than- 
average amount of domestic inflation, thus pricing itself 
out of the international market. In the Soviet case, since 
the Russians long ago insulated their internal economy 
against foreign competition via their foreign trade 
monopoly, they could and did set any nominal value on 
the ruble that suited their purposes. In actuality, the 
tuble has been grossly overvalued for most of the 
Soviet era, and the new official rate of exchange for 
the first time undoubtedly bears some rough relationship 
to its actual purchasing power. 

Should the Russians go through with their plans for 
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convertibility, it would seem to be beneficial to the West. 
It would mean that foreign exchange or credits earned 
by our exports to the U.S.S.R. would not have to be con- 
fined to the purchase of Soviet products, but instead 
could be used in any way the exporter saw fit, including 
conversion into some internationally acceptable medium 
such as gold. The Soviet Union has stockpiled a con- 
siderable hoard of gold, being wedded to the gold fetish, 
partly by their adherence to Marx’s outmoded commodity 
theory of money. We too adhere to the gold fetish in 
our international transactions (although for different 
reasons), and—din view of our concern about the out- 
flow of gold—vwe should be happy to take Soviet gold 
in exchange for exports. The only difficulty lies in the 
fact that the Russians are apparently high-cost producers 
of gold. But that is their problem, not ours. 

The establishment of some sort of convertibility by 
the Russians would undoubtedly make for multilateral- 
ism in Soviet foreign trade, in contrast to the bilateralism 
which has characterized Soviet foreign transactions in 
the past. Already there is some evidence that the Rus- 
sians have been willing to abandon bilateralism in their 
trade with certain key underdeveloped areas. It can be 
assumed that if bilateralism is interfering with their 
program of expanding trade and furthering coexistence, 
bilateralism will have to go. Since we place our faith in 
multilateral trade, we should welcome the fact that the 
Russians are coming around to our way of thinking. 

Yugoslavia has already been convinced of the wisdom 
of joining the International Monetary Fund and other 
Western organizations designed to promote trade. It is 
just possible that the Russians may likewise modify their 
earlier antagonism toward these institutions. 


Benefits from New Soviet Policy 


To summarize, it seems entirely possible that the 
effects of the Soviet decision to pursue an internation- 
alist economic policy have thus far been generally bene- 
ficial. Soviet exports of raw materials to Western 
Europe have been made at very reasonable prices. Our 
exports to the Soviet bloc have generally commanded 
premium prices. On balance more sales have been made 
than lost as a result of this trade. Although the United 
States has been lagging in development of this trade 
potential, our allies (particularly Great Britain, Italy, 
and Western Germany) have been expanding this profit- 
able trade at a rapid pace. In 1960, Soviet trade with 
Great Britain rose by 17 percent, while trade with Italy 
and Western Germany increased by about 50 percent in 
each case. Diplomatic sources now estimate that Western 
trade credits to the Russians are approaching the billion- 
dollar level. 

With respect to the underdeveloped areas, similar 
relative price patterns prevail: higher than world mar- 
ket prices for goods sold to the Russians and reasonable 
prices for functional Soviet capital goods. On balance 
more goods have left the Soviet Union than have re- 
turned from the developing areas, reflecting the fact that 
the Russians are generally lending to these areas. 

To date the Russians seem to be paying the price that 
outcasts or those discriminated against are forced to pay 
in any community, including our own. They command 
lower prices for their own services and they pay higher 
prices for the goods and services of others. In time, 
however, if the Soviets continue their present business- 
like ways and become more respectable members of the 
international community, our initial advantages in trading 
with them may tend to disappear. 








What accounts for the fact that the dire prophecies 
of our experts have not been and are not likely to be 
fulfilled? Briefly it is the almost universally held assump- 
tion that the economic forces and motivations behind 
Soviet foreign trade policy are similar to our own. 

The Soviet economy —as well as all noncapitalist- 
oriented economies—are chronically, perhaps perma- 
nently, beset with difficulties associated with seller’s 
markets similar to those prevailing in this country during 
and immediately after World War II. Most developed 
Western economies, and especially our own, are faced 
with problems arising from buyer’s markets where the 
consumer is constantly courted by eager sellers. As a 
consequence, the principal goal of the Soviets in their 
foreign trade is to buy, while ours is to sell. We might say 
that the Russians are import-oriented or “inner-directed” ; 
we are export-oriented or “outer-directed.” In this re- 
spect, the two principal types of economies in the world 
are complementary rather than competing. 

There is every reason to believe that future interna- 
tional economic competition will be considerably less with 
the Soviet Union than with Japan, Western Germany, 
Italy and Great Britain, all of whom may be expected to 
develop growing buyer’s markets and pressure to export. 








Too Much Optimism 
(Continued from page 2) 

ficiencies to justify a high rate of accumulation. Although 
gross national product is rising, much of the advance is 
in services. The flow of goods to which inventories relate 
has recovered less strongly, and in 1961 as a whole it 
will average lower than in 1960. Inventories will prob- 
ably end the year higher in relation to the flow of goods 
than they were last year. Hence, the best rate of accumu- 
lation to be realized in the latter part of this year will 
probably be moderate ; and whatever its amount, it is likely 
to be washed out of the picture in 1962. This means that 
the net effect of all the short-term factors now producing 
recovery will be lost by the end of the year. 

Net Exports. A small partial offset to this year’s 
over-all advance is expected from net exports. This item 
rose all through 1960, when imports were adversely af- 
fected by the recession and exports were inflated by the 
boom abroad and by several special influences on impor- 
tant commodities. Reversal of these trends will make 
this the only adverse factor in 1961. In view of our 
worsening competitive position in world markets, it is 
likely to continue adverse in 1962, though not strongly. 

Housing. Residential‘construction has moved up from 
the low year-end rate and is back to the level of last 
summer. In comparison with earlier recoveries, this rep- 
resents a sluggish response to increased availability of 
funds. The tendency after each spurt has been for the 
rate of starts to drift downward. In recent years build- 
ing has been increasingly concentrated in the most vola- 
tile categories — apartment developments and speculative 
mass home-building. In the June, 1961, American Eco- 
nomic Review, J. M. Guttentag points out that we have 
not experienced a basic demand cycle since World War 
Il. The special.article by B. O. Campbell presented here 
in May explained why the down-phase of such a cycle 
may be in the making. With vacancies rising above 8 per- 
cent for rental units, the present volatile boom could 
collapse at any time. On the other hand, the new legis- 
lation may help sustain the situation. The Commerce 
Department’s new estimate of 1,275,000 starts — which 
revises its earlier estimate of 1,300,000 only to the extent 


of units already lost—is about the best that can be 
expected. More likely bui'ding will slacken off after the 
current rise, with the downturn accelerating in 1962. 


Plant and Equipment. Business investment is the 
main hope of the optimists. Recent surveys show in- 
creases in the second half of the year, and this expecta- 
tion is being projected indefinitely. Although manufac- 
turers’ new orders for machinery have risen a little, they 
must be discounted for government purchases, and un- 
filled orders have not increased. Industrial construction 
contracts have shown recent weakness. The evidence for 
a 1962 boom is therefore largely imaginary. 

Excess capacity is the main influence on the other 
side. Whether the situation is analyzed in over-all terms 
or industry by industry, it appears that excesses have 
grown almost steadily since 1953. These excesses are 
putting competitive pressure on prices in industries which 
already feel that increases are needed to bolster profits. 
Some have had to rescind increases, others have cut 
prices instead of putting them up — witness lumber, steel, 
aluminum, paper, semiconductors, and plastics. These 
are not the conditions to encourage new spending. Only 
if industrial production penetrates strongly into new high 
ground will the excesses be reduced enough to change this 
picture. The 1960 peak was 10 percent below the 1956-57 
peak in constant dollars, and in all probability the current 
recovery will fall short of the 1960 peak. 

Consumption. It is not enough to assume that con- 
sumers’ expenditures will continue to rise whatever else 
happens. They depend on income and will continue to 
move with income. There is much talk about the current 
lag in retail sales and the upward trend in services. The 
two points are tied together, in that some of the most 
strongly rising service items—such as rents, finance 
charges, insurance, medical care, and utility costs — are 
in effect fixed charges against income and reduce the 
consumer’s discretionary spending. Total spending is not 
showing any substantial lag behind income in the current 
recovery. No doubt consumption will contribute to the 
recovery this year, but if income then levels or declines, 
spending must be expected to go along. 


No Boom In Sight 

What all this adds up to is that there is no boom in 
sight. The recovery is currently having its best months 
and will probably peter out by the end of the year with 
gross national product near $525 billion. It is correct to 
say now that the only category likely to decline from the 
first to the fourth quarter is net exports. It is also 
correct to say that the only category which can be de- 
pended on to advance in 1962 is federal spending. The 
outcome will depend on private investment, but it looks 
as if the best hope for 1962 is stability. 

The recovery is likely to be shorter and weaker than 
the last despite the absence of artificial restrictions from 
fiscal or monetary policy. The basic reason is that the 
boom has grown old and weary. Through these postwar 
years, stocks of real wealth — factories, houses, cars, in- 
ventories, equipment, and durable goods of all kinds — 
have been built up to extreme highs. The approach to 
market saturation puts a brake on new production. Idle 
labor also spells reduced demand. The unemployment 
problem is not likely to be solved this year or next. 

Let it be clear that the pervasive optimism of the 
day is here disregarded as a basis for forecasting. Ex- 
cessive optimism has always been symptomatic of booms 


just before the crash, and its very existence may be set 


down as a liability rather than an asset. VLB 
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BUSINESS BRIEFS 


PUBLICATIONS AND DEVELOPMENTS OF BUSINESS INTEREST 


State Government Revenue 


The combined general revenue of the 50 state govern- 
ments climbed to an all-time high of $27.4 billion in 1960, 
according to the latest figures published by the Census 
Bureau in its Compendium of State Government Finances 
in 1960. The total for last year represented a gain of 
11.9 percent over the 1959 revenue figure of $24.4 billion. 
Almost every state shared in the advance with the 
biggest gains, over 25 percent, occurring in Alaska, New 
York, and Vermont. Only New Mexico and Oklahoma 
showed decreases. 

The greatest source of state revenue continues to be 
general and selective sales and gross receipts taxes. 
This source brought in $10.5 billion in revenue last year 
and accounted for 58 percent of the total tax revenue 
of $18 billion. The largest relative advance during the 
year occurred in receipts from the 33 state individual 
income taxes, which rose 25.3 percent from $1.8 billion 
in 1959 to $2.2 billion in 1960. 

Intergovernmental revenue from the federal govern- 
ment, the second largest component of general revenue 
for the states, increased 8.4 percent from 1959 to $6.4 
billion. Most of these grants went for highways and 
public welfare programs. The balance of $3 billion in 
general revenue was accounted for by intergovernmental 
revenue from local governments and various charges and 
miscellaneous revenues. 


Distribution of Personal Income 


The Commerce Department, in the May issue of the 
Survey of Current Business, reports that 55.9 million 
families and unattached individuals received $385 billion 
in personal income in 1960, up about $20 billion from 
the previous year. Thus, the mean income was raised to 
$6,900 last year from $6,600 in 1959. In real terms the 
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gain was somewhat smaller but still amounted to 2.5 
percent, substantially above the postwar average of 1.9 
percent per year. 

The article also indicates that less than 30 percent 
of all consumer units had personal incomes above $8,000 
before taxes in 1960. This group accounted for about 55 
percent of total personal income for the year. The 6 
percent who earned $15,000 or more received 22 percent 
of the total. The following tabulation shows the per- 
centage distribution of consumer units and income by 
family income levels for 1947 and 1960. 

Consumer units Percent of total 

(percent) personal income 
1947 1960 1947 1960 


Personal income 
(before taxes) 


Under $2,000.............. 25 13 7 2 
$2,000-$3,999.............. 38 20 28 9 
$4,000-$5,999.............. 20 22 24 16 
$6,000-$7,999.............. 9 17 14 18 
$8,000-$9,999.............. 3 11 7 14 
$10,000-$14,999............ 3 11 8 19 
$15,000 and over........... 2 6 12 22 

ois b-K he aed zante 100 100 100 100 


Gains in Business Population 


The business population in the United States increased 
to slightly over. 4.7 million operating concerns at the 
beginning of 1961, a gain of about 60,000 over the pre- 
vious year. The net advance resulted from the entry of 
443,000 new businesses and the discontinuance of 386,000 
existing concerns. The relatively small rise of 1 percent 
reflected the slowdown in economic activity in the second 
half of 1960. 

The Commerce Department’s Office of Business Eco- 
nomics reported that all major industry groups with the 
exception of manufacturing contributed to the over-all 
advance. The services and wholesale trade concerns 
registered the largest gains — 2.4 percent and 1.9 percent, 
respectively. The number of manufacturing concerns 
was reported virtually unchanged in the last few years. 


Growth in Corporate Pension Funds 


Assets of pension funds of corporations in the United 
States amounted to $28.7 billion by the end of 1960. 
During the year pension fund assets rose $3.4 billion, as 
compared with increases of $3.2 billion in 1959 and $2.8 
billion in 1958. 

The results of the last annual survey by the Securities 
and Exchange Commission indicate that the growth and 
investment of these funds in 1960 continued the trend of 
the last ten years (see chart). Corporate securities ac- 
counted for the largest part of pension fund investment, 
totaling $24.3 billion or 85 percent of all assets at the 
end of the year. Of these corporate securities, $14.1 
billion were in bonds and $10.2 billion in common and 
preferred stock. Government bond holdings amounted to 
$2 billion or 7 percent, while mortgages, deposits, and 
other assets accounted for $2.4 billion. 

A breakdown by industry groups shows manufactur- 
ing corporations accounted for 65 percent of all trusteed 
funds, with assets of $18.4 billion at the end of 1960, a 
gain of 2.3 percent over the year. Funds in nonmanu- 
facturing industries showed an increase of $1.1 billion, 
with assets reaching $10.3 billion at year-end. 








LOCAL ILLINOIS DEVELOPMENTS 


Why Industrial Development Efforts Fail 


The Illinois State Chamber of Commerce recently 
released a study entitled An Evaluation of Community 
Industrial Development Efforts of Illinois Communities. 
This report includes the results of a survey conducted 
among industrial development agents of railroads, public 
utilities, and other businesses in the State. The survey 
was conducted for the guidance of local chambers of 
commerce in evaluating their efforts to stimulate indus- 
trial development in their respective communities. 

The study reveals that a major weakness of industrial 
development programs of local community groups is their 
failure to recognize that a community development plan 
is necessary for effective and sound industrial develop- 
ment. Other important reasons why community industrial 
development programs have failed in the past are inade- 
quate community zoning programs and lack of favorable 
community attitudes and organization. Also, desirable 
land is not readily available for industry, and even basic 
facts about community assets and facilities are often 
unavailable. 


Livestock Sales Steady 


According to data released by the Department of 
Agriculture, Illinois farmers received $927 million from 
the sale of livestock in 1960, compared with $931 million 
in 1959. In 1960 cash receipts from the sale of cattle and 
calves in the State amounted to $504 million, or over half 
of the state’s total livestock receipts. There were only 
three states in the nation where farmers received higher 
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incomes from the sale of cattle and calves — Iowa ($906 
million), Texas ($591 million), and California ($515 
million). Sales of cattle and calves throughout the 
United States amounted to $7.4 billion, down from $7.8 
billion in 1959. 

Cash receipts from the sale of hogs in the State 
were up 3 percent from the previous year and totaled 
$411 million. Iowa was the only state with higher cash 
returns from hog sales, $679 million. The United States 
total from hog sales amounted to $2.9 billion, up about 
$100 million from 1959. 

Sales of sheep and lambs brought Illinois farmers 
$11 million in 1960, 6 percent less than in 1959. Illinois 
ranked thirteenth in the country in total cash receipts 
from the sale of sheep and lambs. 


Chicago's Improvement Program 


The Department of City Planning in Chicago has 
prepared an outline of a capital improvement program 
requiring the expenditure of almost $1.1 billion for public 
facilities by the City of Chicago from 1961 through 
1965. This year’s report includes the proposed expendi- 
tures of the urban renewal agencies, totaling $330 mil- 
lion. The proposed outlays by other city departments, 
which amount to $756 million, represent an increase of 
9 percent over the comparable figure of $692 million in 
the 1960-64 capital improvement program. 

The plan calls for 30 percent of the total to be used 
for urban renewal projects and 27 percent to be spent on 
improvements of expressways, bridges, viaducts, and 
streets. The three Chicago airports are to receive $165 
million, of which 86 percent will be used for further 
construction at the O’Hare-Chicago International Air- 
port. Other projects in the plan include the construction 
and improvement of filtration plants, sewer plants, and 
several public buildings. 

In addition to the city projects, the capital improve- 
ment program also lists projects which are scheduled by 
other government agencies operating in Chicago. These 
agencies plan capital expenditures during the 1961-65 
period amounting to $1 billion, which brings the total 
capital expenditure program to $2.1 billion. About 1,200 
construction projects throughout the city are planned. 


Retail Sales Down 


Total retail sales for 18 major trading centers in 
Illinois during the first three months of 1961 amounted 
to an estimated $1.5 billion, a drop of nearly $100 million 
or 6 percent from the corresponding period of 1960. In 
March, 1961, estimated retail sales, having increased 12 
percent from the previous month, were only 4 percent 
below March of a year ago. 

In comparison with the first quarter of 1960, 10 of 
the 18 cities experienced declines in retail sales in the 
first quarter of 1961. As is shown in the accompanying 
chart, the cities that had decreases during the period 
were predominantly industrial centers, which were hard- 
est hit by the recent recession. The low level of steel 
production undoubtedly was a major factor in the fall in 
sales in the steel center of Chicago and surrounding 
cities. The largest declines were in Aurora, Chicago, and 
Elgin. Most of the cities which showed gains during the 
period were located in the central region of the State. 
Increases were greatest in Bloomington, Champaign- 
Urbana, and Peoria. 


[ 10] 





SOUT] 
East 
Pe 


Alto 





reports. 














COMPARATIVE ECONOMIC DATA FOR SELECTED ILLINOIS CITIES 
May, 1961 
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Perce " . fApr., 1961.... +17.9 —4.6 +11 +7.2 +8.2 
Percentage change from... .) 7,7 1960....| +809 ~16.8 +8 2.8 43.0 
Elgin. «2... essere 2 ea ak $ 435 n.a. $ 5,664 $ 52 $ 132 
‘ ae ” sApr., 1961.... +16 .3 +0.9 n.a. +4.9 —8.4 
Percentage change from....\ jay 1960....| —45.8 —12.2 443 +45 
I 255 cnn ksnsanen obs ia yah bd ie wa’ $ 4,680 n.a. $ 9,704 $ 91 $ 109 
: : ioe Apr., 1961....| +868.9 —12.5 +15 +8.6 —6.3 
Percentage change from...) Miay, 1960... .|4-1,100.0 -75 +6 +2.6 42.0 
ss ncba ces tans nveeaiianernawaes n.a. n.a. $ 4,861 n.a. $ 72 
Apr., 1961.... —1.4 a. 4.6 
Percentage change from... ‘a 1960... ~10.0 —_ Pn: 
Rock Island-Moline......... j Endre daesttamecat near $ 932 26,395 $10,565 $ 127» $ 186 
, ane : Apr., 1961.... —20.0 —10.3 —1.7 n.a. +5.1 +2.9 
Percentage change from....{May 1960....| —21.9 +18 -~9.5 45.8 44.2 
II soe oc pico Ldoinaue th cel $ 1,570 52,313° | $20,407 $ 208 $ 244 
. ’ : fApr., 1961.... +86.7 —1.9 +14.5 + 9e +6.4 —9 3 
Percentage change from...-) fay 1960....| +939.7 45.4 +4.6 +7¢ +48 ays 
CENTRAL ILLINOIS 
NE ek en yncae ura teadeaet $ 525 11,079 $ 5,782 $ 85 $ 139 
Apr., 1961.... —27.1 +0.6 +3.2 n.a +6.8 +0.1 
Percentage change from... {Mey 1960....| —15.2 43.2 41.4 +18.0 +18.9 
Champaign-Urbana.......... ppres tases ss $ 273 14,540 $ 8,252 $ 85 $ 145 
: fApr., 1961.... —41.7 —5.5 +0.8 n.a. +5.2 +0.2 
Percentage change from....)\iay 1960....| —18.0 43.5 <3 2 40.3 411.9 
os. a Ce aes aS $ 227 14,207 $ 5,830 $ 49 $ 70 
ee saan’ fApr., 1961.... —37.5 —6.5 —2.8 +1¢ —6.5 —15.7 
WCRERGS CHONGS OM... - ete 1008....1 —82.2 +5.4 —9.8 +9e —4.3 +1.5 
ie i 6 kd Rikers uate ene eeerwe acme $ 644 34 ,687 $12 ,078 $ 116 $ 144 
, RES eee fApr., 1961.... +17.7 +0.4 +9.4 +10 +3.2 +3.7 
| Percentage change from... . May, 1960... 31 3 43 1 438 49 bette ‘ay 447 
, as 8 os es $ 142 9,124 $ 4,030 na. $ 49 

Pe ‘ eee sApr., 1961.... —27.6 —5.3 —7.4 n.a. +7.1 

) ercentage change from...-) fay’ 19060... 07 411 _15 8 412 
ATR eM Brea EIT $ 1,723 59,240° | $16,547 $ 237 $ 314 
: (Apr. 1961....] —32.4 ~.3 1.6 U1 16.7 7.3 
Percentage change from...‘ fay? 1960....| 4970.2 40.2 ba "yo "444 $55 

SS soe eis shes a rack ene kee erm aee $ 266 12 ,073 $ 4,998 $ 56 $ 7 
1 Eee ren, ees fApr., 1961.... —28.5 —6.8 —4.9 n.a. +21.0 —6.4 
, a ow ‘May, 1960... —57.6 +19.5 —3.7 +5.4 —9.9 
: IN oi 56. ei 5k si cowrsaiin ees} $ 2,102 39,630° | $12,619 $ 136 $ 310 

Rie Nene fApr., 1961.... —13.9 +1.6 —0.5 +7 +5.1 +2.5 
~ OOERAGF CHARGE OE... - ile SD...) $09.0 +12.4 —28.9 +8 +3.3 +8 .3 
t SOUTHERN ILLINOIS 

i Re ono Ne cesencitraemesaeey es n.a 16,797 $ 7,944 $ 145 $ 74 
f eee fApr., 1961.... —3.6 —8.8 n.a. +14.9 +2.2 
. ercentage change trom.... |May, 1960... +5] ~10.3 +0.1 ats 
g PEG ee nan ROE ee. FT $ 746 24,182 $ 4,721 $ 51 $ 39 

i iaiabinasies wl f fApr., 1961.... +451 +5.6 —5.7 n.a. +25.5 +6.6 
d ercentage change from... .) May, 1960....|: +161.8 +11.5 —8.4 +81 on7 
Fe IG saxo 0s Sag vnia wlaeincmerets Santana ame $ 155 10,514 $ 4,527 n.a $ sO 
el lca al f fApr., 1961... +53.5 —11.6 —4.9 na —0.1 
n ercentage Cc ange a ee \May, 1960. o it 6 aa —§ 4 —4 8 
. * Total for cities listed. » Includes East Moline. * Includes immediately surrounding territory. n.a. Not available. 

d Rape: 

Sources: ! Local sources. Data include federal construction projects. ? Local power companies. * Illinois Department of Revenue. 
1€ Data are for April, 1961. Comparisons relate to March, 1961, and April, 1960. * Research Departments of Federal Reserve Banks in 
2 Seventh (Chicago) and Eighth (St. Louis) Districts. Department store sales percentages rounded by original sources. * Local post office 
n- | teports. Four-week accounting periods ending May 26, 1961, and May 27, 1960. 
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